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and though crises broke out both at home and abroad, at no
time required or even threatened to require a suspension of the
fiduciary limit. The Bank of England had learnt to regulate
credit more effectively, and in particular kept the reserve in the
Banking Department at a higher level.

The partial exclusion of the discount houses from the redis-
counting system was modified after 1878. In 1878 the Bank
adopted the practice of lending to its own customers and dis-
counting for them at market rates instead of insisting on its
own 'bank rate'. Bank rate became the rate applied only to
a temporary overflow of bills from the discount market. That
placed the Bank on more equal terms with competitors in the
ordinary business of the money market,, and it was decided to
allow advances more freely to the discount houses. After some
vacillation, full facilities, both discounts and advances, were
made available to them in 1890.

In the period from 1873 to 1914 the structure of the London
financial world remained fundamentally unaltered. The func-
tions and practices of the Bank of England, the merchant
bankers, the discount houses, and the exchange banks were
nearly the same at the end of the period as at the beginning.
The most important changes took place in the joint-stock banks
and the private banks, which carried on the interior banking
business of the country. And even among them the changes
were merely the continuance of an evolution that had been in
progress ever since the joint-stock banks had started. Private
banks were being displaced by joint-stock banks (usually by
amalgamation or absorption), branches were being multiplied,
and joint-stock banks themselves were beginning to be amalga-
mated with one another. By 1891 the number of private banks
had dwindled to 37, while the number of joint-stock banks was
106.

This process was accompanied by certain changes in the
practice of banks. In the first place, as explained above, the
rights of note issue steadily lapsed. But there was also another
change. The old country banks had financed the interior
commerce and industry of the country mainly with bills of